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AGENCY  ABBREVIATIONS 


AMS 

Agricultural  Marketing  Service 

ARS 

Agricultural  Research  Service 

APfflS 

Animal  and  Plant  Health  Inspection  Service 

CCC 

Commodity  Credit  Corporation 

CNPP 

Center  for  Nutrition,  Policy  and  Promotion 

CSREES 

Cooperative  State  Research,  Education,  and  Extension  Service 

FAS 

Foreign  Agricultural  Service 

FCS 

Food  and  Consumer  Service 

FS 

Forest  Service 

FSA 

Farm  Service  Agency 

FSIS 

Food  Safety  and  Inspection  Service 

NFC 

National  Finance  Center 

NRCS 

Natural  Resources  Conservation  Service 

OCFO 

Office  of  the  Chief  Financial  Officer 

OCIO 

Office  of  the  Chief  Information  Officer 

OGC 

Office  of  the  General  Counsel 

OIG 

Office  of  Inspector  General 

00 

Office  of  Operation^ 

PACC 

Policy  Analysis  and  Coordination  Center 

RBS 

Rural  Business  -  Cooperative  Service 

RHS 

Rural  Housing  Service 

RMA 

Risk  Management  Agency 

RUS 

Rural  Utilities  Service 

II 


DEFINITIONS 


Questioned  Cost.  A  cost  OIG  questions  because  of: 

•  an  alleged  violation  of  a  provision  of  a  law,  regulation,  contract,  grant,  cooperative 
agreement,  or  other  agreement  or  document  governing  the  expenditure  of  funds; 

•  a  finding  that,  at  the  time  of  the  audit,  the  cost  is  not  supported  by  adequate 
documentation;  or 

•  a  finding  that  the  expenditure  of  funds  for  the  intended  purpose  is  unnecessary  or 
unreasonable. 

Disallowed  Cost  A  questioned  cost  that  management  sustains  or  agrees  is  not  chargeable  to  the 
government. 

Funds  To  Be  Put  To  Better  Use.  A  recommendation  by  OIG  that  funds  could  be  used  more 
efficiently  if  management  took  actions  to  implement  and  complete  the  recommendation,  including; 

•  reductions  in  outlays; 

•  deobligation  of  funds  from  programs  or  operations; 

•  withdrawal  of  interest  subsidy  costs  on  loans  or  loan  guarantees,  insurance,  or  bonds; 

•  costs  not  incurred  by  implementing  recommended  improvements  related  to  the 
operations  of  the  establishment,  a  contractor,  or  grantee; 

•  avoidance  of  unnecessary  expenditures  noted  in  preaward  reviews  of  contract  or  grant 
agreements;  or 

•  any  other  savings  which  are  specifically  identified. 

Management  Decision.  Management's  evaluation  of  the  audit  findings  and  recommendations 
and  the  issuance  of  a  final  decision  by  management  concerning  its  response  to  the  findings  and 
recommendations,  including  necessary  actions. 

Final  Action.  Final  action  means: 

•  the  completion  of  all  actions  that  management  has  concluded  are  necessary  in  its 
management  decision  with  respect  to  the  findings  and  recommendations  included  in  an 
audit  report;  and 

•  in  the  event  that  management  concludes  no  action  is  necessary,  final  action  occurs  when 
a  management  decision  is  made. 
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EXECUTIVE  SUMMARY 


Background 

The  Secretary's  Management  Report  to  Congress  is  required  by  the  Inspector  General 
Act  Amendments  of  1988.  The  Amendments  require  that  the  Secretary  report  on  the  status  of 
management  decisions  and  final  actions  taken  on  audit  recommendations.  This  is  the  16th 
report  issued  by  the  Department  of  Agriculture  (USD A)  and  covers  the  6-month  period 
October  1,  1996,  through  March  31,  1997.  The  report  reflects  management's  implementation 
of  audit  recommendations  contained  in  audit  reports  issued  by  the  USDA  Office  of  Inspector 
General  (OIG)  and  explains  why  action  on  audits  remains  incomplete  1  year  from  the 
management  decisions.  It  complements  the  OIG  Semiarmual  Report  to  Congress  which 
includes  data  on  audit  reports  issued  and  the  status  of  management  decisions  made  during  this 
6-month  period. 

Universe  of  Audits 

Over  the  past  6  months,  the  Office  of  the  Chief  Financial  Officer  (OCFO)  monitored  and 
analyzed  499  audits  with  3,753  recommendations.  These  audits  contained  approximately 
$153,929,932  in  costs  that  management  determined  should  not  be  charged  to  USDA’s 
programs  (disallowed)  and  approximately  $1,489,646,680  in  funds  which  management  agreed 
could  be  used  more  efficiently  (funds  to  be  put  to  better  use),  as  well  as  a  number  of  non¬ 
monetary  recommendations. 

Final  Actions 

Management  completed  action  on  129  audits.  Of  these  audits,  69  had  disallowed  costs, 
18  had  funds  to  be  put  to  better  use,  and  111  had  non-monetary  elements.  Some  of  the  129 
audits  included  elements  from  all  three  of  these  categories. 

Disallowed  Costs  -  Management  completed  action  on  140  recommendations  which 
contained  costs  that  should  not  be  charged  to  USDA  programs.  As  a  result,  $26,217,010 
was  recovered  in  disallowed  costs  and  $1,988,282  was  written  off  in  funds  that  management 
determined  to  be  uncollectible  due  to  bankruptcies,  excessive  cost  of  collections,  legal 
decisions,  or  terminations  in  program  participation. 

Funds  To  Be  Put  To  Better  Use  -  Management  completed  action  on  25  recommendations 
with  $121,555,772  in  funds  they  determined  could  be  used  more  efficiently  and  determined 
that  $1,009,113  could  not  be  used  more  efficiently. 
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Non-Monetary  -  Management  completed  action  on  565  recommendations  which  were 
administrative  in  nature. 

Audits  Without  Final  Action 

As  of  March  31,  1997,  370  audits  containing  approximately  3,023  recommendations  are 
without  final  action.  These  audits  contain  $124,888,227  in  disallowed  costs  and 
$1,367,081,795  in  funds  which  management  agreed  could  be  put  to  better  use. 

Of  the  370  audits,  180  do  not  have  final  action  on  the  entire  audit  one  year  from  the 
management  decision.  Explanations  for  these  audits  are  contained  in  Appendix  1  to  this 
report.  Many  of  the  management  decisions  to  effect  corrective  action  on  these  audits  involve 
development  of  long-term  automated  system  changes,  regulations,  and  directives;  legal 
implications;  actions  by  non-USDA  agencies;  and  time-consuming  collection  processes.  Of 
the  180  audits,  management  has  completed  action  on  953  recommendations  containing 
approximately  $67,659,345  in  disallowed  costs  and  approximately  $703,486,583  in  funds  to  be 
put  to  better  use.  179  are  within  the  one  year  period  after  management  decision  and, 
therefore,  are  not  included  in  Appendix  1. 

Of  the  370  audits  without  final  action,  1 1  audits  containing  85  recommendations  are  either 
under  appeal  or  require  legislative  solution  to  effect  final  action.  These  audits  involve 
$5,326,870  in  disallowed  costs  and  $4,076,708  in  funds  that  could  be  put  to  better  use. 
Although  the  appeal  and  legislative  processes  preclude  final  action  on  these  audits  in  their 
entirety,  management  completed  action  on  three  recommendations  containing  $12,908  in 
disallowed  costs.  Management  also  completed  action  on  18  non-monetary  recommendations. 
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FINAL  ACTION  ON  OIG  AUDIT  REPORTS 
WITH  DISALLOWED  COSTS  FOR  THE  6-MONTH  PERIOD 
October  1,  1996  -  March  31,  1997 


The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with  disallowed 
costs  for  this  reporting  period.  As  of  October  1,  1996,  final  action  was  in  process  but  not 
complete  on  196  audits  with  $146,813,789  in  disallowed  costs.  Management  decisions  were 
made  during  the  period  on  54  audits  with  $7,116,143  in  disallowed  costs.  Management 
implemented  final  action  on  69  audits,  recovering  $26,217,010  in  costs  that  should  not  be 
charged  to  USDA  programs  and  writing  off  $1,988,282  in  uncollectible  debts  due  to 
bankruptcies,  excessive  cost  of  collections,  legal  determinations,  or  terminations  in  program 
participation. 
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Final  Action  on  OIG  Audit  Reports 
With  Disallowed  Costs 
October  1, 1996  -  March  31,  1997 


Disallowed  Costs 

Number  of 

Audit  Reports  Dollars 

A.  Management  decisions  with  no  final 
action  as  of  October  1,  1996 

196 

146,813,789 

B.  Management  decisions  made  during 
the  period 

54 

7,116,143 

C.  Total  management  decisions  (A  +  B) 

250 

153,929,932 

D.  Final  action  on  audit  reports 

69 

29,041,705 

1.  Recoveries 

(a)  Collections 

1,321,690 

(b)  Other 

24,895,320 

(c)  Property  in  lieu  of  cash 

2.  Writeoffs 

1,988,282 

3.  Subtotal  ( 1  +  2) 

28,205,292^ 

E.  Audit  reports  needing  final  action  as 
of  March  31,  1997 

181 

124,888,227 

^This  amount  reflects  a  difference  of  $136,719  for  costs  collected  above  the  agreed  amounts,  and 
redeterminations  of  $973,132  due  to  modified  agreed  amounts  ($28,205,292  +  $973,132  - 
$136,729  =  $29,041,705). 
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FINAL  ACTION  ON  OIG  AUDIT  REPORTS 
WITH  FUNDS  TO  BE  PUT  TO  BETTER  USE  FOR  THE  6-MONTH  PERIOD 

October  1,  1996  -  March  31,  1997 


The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with  funds  to  be  put 
to  better  use  for  this  reporting  period.  As  of  October  1,  1996,  final  action  was  in  process  but 
not  complete  on  62  audits  with  $1,240,407,377  in  funds  recommended  to  be  put  to  better  use. 
Management  decisions  were  made  during  the  period  on  15  audits  with  $249,239,303  in  funds 
to  be  put  to  better  use.  Management  completed  final  action  on  18  audits  of  which 
$121,555,772  in  funds  to  be  put  to  better  use  were  implemented  and  $1,009,113  were  not 
implemented. 
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Final  Action  on  OIG  Audit  Reports 
With  Funds  To  Be  Put  To  Better  Use 
October  1,  1996  -  March  31, 1997 


Funds  To  Be  Put  To  Better  Use 

Number  of 

Audit  Reports  Dollars 

A.  Management  decisions  with  no 
final  action  as  of  October  1,  1996 

62‘ 

1,240,407,377 

B.  Management  decisions  made  during 
the  period 

15 

249,239,303 

C.  Total  management  decisions  (A  +  B) 

77 

1,489,646,680 

D.  Final  action  on  audit  reports 

18 

122,564,885 

1 .  Value  of  recommendations 
implemented 

121,555,772 

2.  Value  of  recommendations  not 
implemented 

1,009,113 

3.  Subtotal  (1  +  2) 

122,564,885 

E.  Audit  reports  needing  final  action  as 
of  March  31,  1997 

59 

1,367,081,795 

^This  reflects  a  decrease  of  1  audit  that  should  not  have  been  included  in  the  prior  Secretary’s 
Management  Report. 
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AUDITS  UNDER  APPEAL  OR  LEGISLATIVE  SOLUTION 
October  1,  1996  -  March  31,  1997 


The  table  on  the  following  page  reflects  11  audits  either  under  appeal  or  for  which  a 
legislative  solution  is  necessary  to  effect  final  action.  These  audits  contain  85  recommendations 
involving  $5,326,870  in  disallowed  costs  and  $4,076,708  in  funds  to  be  put  to  better  use. 
Although  the  appeal  and  legislative  processes  preclude  final  action  on  these  audits  in  their  entirety, 
management  took  action  on  three  recommendations  containing  over  $12,908  in  disallowed  costs. 
Management  also  completed  acdon  on  18  non-monetary  recommendations. 
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AUDITS  UNDER  APPEAL  OR 
LEGISLATIVE  SOLUTION 
OCTOBER  1,  1996  -  MARCH  31,  1997 


Agency 

Administrative 

Appeal 

Judicial 

Appeal 

Legislative 

Solution 

Disallowed* 

Costs 

(Dollars) 

Funds  To 

Be  Put  To 
Better  Use 
(Dollars) 

FSA 

2 

0 

0 

1,766,723 

56,597 

RMA 

3 

0 

0 

258,461 

0 

PCS 

2 

1 

0 

3,176,245 

0 

1 

FS 

0 

1 

1 

0 

4,020,111 

NRCS 

1 

0 

0 

125,441 

0 

TOTAL 

8 

2 

1 

5,326,870 

4,076,708 

*Ofthis  amount,  action  is  complete  on  $12,908. 
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APPENDIX  1 

AGENCY  AUDITS  WITHOUT  FINAL  ACTION  1  YEAR 
FROM  THE  MANAGEMENT  DECISION  DATE 


Agencies  did  not  complete  corrective  action  within  one  year  on  180  audits.  The  123  audits 
indicated  with  an  asterisk  (*)  were  in  the  rqxjrt  for  the  period  April  1,  1996  - 
Sq)tember  30,  1996.  Some  audits  contain  multiple  recommendations  affecting  the  completion 
of  final  action.  These  include  complex  automated  system  changes,  collection  activities, 
development  and  implementation  of  regulations  or  directives,  legal  implications, 
investigations,  actions  to  be  taken  by  organizations  other  than  USDA,  and  other  time- 
consuming  corrective  actions  to  implement  the  management  decisions.  The  180  audits  contain 
1,648  recommendations.  During  this  6  month  time  period,  agencies  completed  action  on  953 
recommendations  containing  $68,124,059  in  disallowed  costs  and  $463,481,153  in  funds  to  be 
put  to  better  use.  Some  audits  (numbers  beginning  with  50)  are  multi-agency  and  may  be 
listed  more  than  once  in  this  appendix.  Information  included  is  specific  to  the  agency  under 
which  it  is  listed. 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-16 


\ 


I 


I, 


A-17 


A-18 


\ 


A-19 


A-20 


A-21 


A-22 


1 

I 


◄: 


I 


I 


to- 


A-24 


j  ; 

I'; 


/ 


t 


1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 


A-25 


A-26 


I 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 
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‘This  amount  is  increased  by  $15,193,796  that  the  agency  determined  should  be  recovered. 


DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  CHIEF  RNANCIAL  OFFICER 
WASHINGTON.  D  C.  202B0 


JUi  ]  6  J997 


TO: 


Agency  Audit  Liaisoi 


FROM;  Pat  Wensel,  Director 

Planning  and  Accountability  Division  ' 

SUBJECT;  Secretary’s  Management  Report  Required  by  P.L.  100-504 

Attached  are  copies  of  the  Secretary’s  Management  Report  to  Congress  for  distribution 
within  your  agency.  The  report  covers  the  6-month  period  ending  March  3 1,  1997. 
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cc:  NAL,  Serial  Records 


AN  EQUAL  OPPORTUNITY  EMPLOYER 


